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1. THE STANDARD MISSILE SYSTEMWOULDHAVE TO BE CONSIDERED 

A SOPHISTICATED WEAPONS SYSTEM WITHIN THEMEANING OFSECTION 
4 OF THE FOREIGN MILITARY SALES ACT.PRESIDENTIAL DETER- 
MINATION WAIVING SECTION 4 RESTRICTIONSONBASISOFIMPOR 
TANCE TO NATIONAL SECURITY OF US WOULD BE REQUIREDBEFORE 
SALE COULD TAKE PLACE ONLY IN EVENT FMSCREDITORGUARAN- 
TIES WERE INVOLVED, AND NOT IF SALES MADEONFMSCASH AND/OR 
COMMERCIAL BASIS, ALTHOUGH OF COURSE UNDERLYING POLICY CON- 
CERNS RE "SOPHISTICATION” WOULD REMAIN. 
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2. USG MUST ALSO ADDRESS THE BROADER ISSUEOF WHETHER IT 
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WOULD BE IN OUR NATIONAL SECURITY INTEREST TO AUTHORIZE THE 
GENERAL SALE OF THIS ADVANCED WEAPONS SYSTEM TO COUNTRIES 
WITHIN THE LATIN AMERICA REGION. QUESTIONS OF PROLIFERA- 
TION, SECURITY, COMPROMISE, ARMS RACE IMPLICATIONS AND 
METHOD OF FINANCING (CASH OR CREDIT) WILL NEED TO BE ADD- 
RESSED IN INTER-AGENCY REVIEW. 

3. UNTIL INTER-AGENCY REVIEW OF THESE QUESTIONS IS COMPLE- 
TED AND UNLESS DECISION IS REACHED TO SELL THIS SYSTEM 

GENERALLY IN LATIN AMERICA, IT WOULD BE UNWISE TO SEND USN 
TECHNICAL SURVEY TEAM TO EVALUATE PERUVIAN NAVY MISSILE 
REQUIREMENTS. SUCH A VISIT (EVEN ON A NO-COMMITMENT-TO- 
SELL BASIS) WOULD ONLY INCREASE PERUVIAN NAVY IN- 
TEREST, AND IF DECISION WERE REACHED NOT TO SELL AT THIS 
TIME, HEIGHTEN PERUVIAN FRUSTRATIONS. 

4. PLEASE MAKE FOLLOWING POINTS IN REPLYING TO ADMIRAL 
ARCE'S QUERIES (REFTELS A AND B): 

(A) PERUVIAN DIPLOMATIC NOTE OF MARCH21, 1974REQUESTING 
TECHNICAL DATA ON STANDARD MISSILE SYSTEM AND DISPATCH 
OF TECHNICAL TEAM TO EVALUATE PERUVIAN NAVY'S MISSILERE- 
QUIREMENTS IS UNDER INTER-AGENCY REVIEW, AND WE ANTICIPATE 
REVIEW BEING COMPLETED AND RESPONSE PROVIDED BY MID-SEPTEM- 
BER. 

(B) INTER-AGENCY REVIEW ALSO INVOLVES CONSIDERATION OF 
QUESTION WHETHER THIS SOPHISTICATED, COSTLY AND CLAS- 
SIFIED SYSTEM CAN BE SOLD GENERALLY IN HEMISPHERE. 

(C) IF MINISTER SHOULD SUGGEST USG NOT BEINGFORTHCOMING, 
PLEASE REVIEW ALL ITEMS SOLD BY USG TO PERUVIAN NAVY SINCE 
MAY 1973 AND STATE USG CONSIDERS THIS TO INDICATE WILLING- 
NESS OF THE USG TO ACCOMMODATE PERUVIANNAVY REQUESTTO 
EXTENT PERMITTED BY AVAILABILITY OF MATERIEL AND US LAWS. 
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